






























































	Re: Comments on Federal Reserve CRA ANPR: Docket Number R-1723 and RIN Number 7100-AF94
	Dear Secretary Misback,
	We expand on these principles below, and identify where comments are responsive to the Board's questions by noting so in parenthesis:
	2. End CRA grade inflation and ensure greater reinvestment. CRA reform efforts should result in banks doing more to serve communities, not merely provide the same level of reinvestment, or less. Approximately 96% of banks "pass" their CRA ratings. Community groups and the public do not believe that 96% of banks are doing a "Satisfactory" or "Outstanding" job of serving communities. The ratings status quo is not accurate, fair or acceptable.
	3. Impose consequences for harm caused. Banks should suffer downgrades and potentially fail their CRA exams if they discriminate, displace, or harm communities. CRA has generally been about giving credit for good performance by banks in helping to meet community credit needs. But in discriminating, displacing, gouging and abusing customers, banks can exacerbate the credit needs of communities through higher costs and lost equity, foreclosure, eviction, impaired credit scores, garnishments, job loss, and deferred or denied ability to build wealth through homeownership or business ownership. And yet, CRA does not well account for such harm, often handing out "passing" CRA ratings to banks that do well in certain areas, while putting on blinders when it comes to how those same institutions also do much harm. In this sense, accounting for harm to communities is an important objective not captured by the Board (Question 1).
	4. Consider both quantity and quality of retail reinvestment to ensure bank activity benefits LMI, people of color and neighborhoods of color, and meets local needs. CRA rules should retain a primary focus on low- and moderate-income people and communities, while also including a new and explicit focus on people and communities of color. This means that financial literacy, "affordable housing" and Community Development services should clearly benefit LMI and/or of color residents.
	5. Maintain a separate focus on community development lending and investment. Community development is critical and deserves its own test, but combining lending and investment could disrupt the affordable housing finance system. We support the proposal to establish a separate community development test, but oppose the suggestion that CD lending and CD investments would be combined. We are very concerned that doing so would disfavor Low Income Housing Tax Credit (LIHTC) investments, which can be complex and expensive for banks to transact, and may provide a lower return than CD lending. Similarly, equity investments and contributions are vital to communities while providing lower returns to banks, and must therefore continue to be valued and evaluated separately. The board also proposes to encourage patient CD lending which could further favor CD lending as compared to CD investing. Both lending and investment are critical to affordable housing and economic development such that they should be examined separately. We think the rules should prioritize annual lending and investments. Impact scoring could be used to reward patient and portfolio CD activity, as well as impactful CD efforts. (Question 42)
	6. Expand scrutiny of financial services such as branches and bank accounts. We strongly support the Board's focus on enhancing the services test by providing a more detailed review of services, branches, and bank product impacts on communities. Bank presence remains important to LMI communities and communities of color and banks should be examined for their presence in these communities, as well as their record in opening and closing branches. Banks should not receive consideration for delivering services to LMI consumers from branches located in middle- and upper-income census tracts unless there will be a corresponding discounting of CRA credit for LMI branches that are also serving middle and upper-income consumers, and only for outstanding service to LMI consumers. (Question 27)
	7. Increase community participation. The Board identifies this as an objective of the rulemaking, but does not clearly propose ways to achieve the objective. Enhancing the role for community contacts, input, comments, participation, and performance context in the CRA process will help to ensure that bank activity is more closely tied to community needs. Additionally, enhanced data collection and public access will enable community members to better inform the regulators and provide more rigorous input. All CRA dashboards under the new framework should be available to the public. We appreciate the Board's acknowledgment of the importance ofperformance context "and the bank's record of taking action, if warranted, in response to written comments submitted to the bank about its performance in responding to the credit needs in its assessment area(s),"24 Board of Governors of the Federal Reserve System, "Community Reinvestment Act: Advanced Notice of Proposed Rulemaking,"October 19, 2020, at 12 C.F.R. Part 228, p. 66422. though we rarely see this occur.
	8. Bank obligations should be tied to bank presence and activity, while encouraging reinvestment inunderserved areas like rural communities and Native American lands, in tailored ways. CRA rules focus bank CRA activity in assessment areas which are generally around bank branches. CRA reform efforts, in the name of updating CRA to reflect the expansion of online banking, threatens to undermine the CRA concept of banks serving their local communities. CRA assessment areas for banks should be required to be centered around all bank branches, deposit-taking (Question 7) and non-deposit taking ATMs (which may be designed to evade CRA responsibility), Loan Production Offices (which often show more bank engagement with customers and the community than bank headquarters which are made part of CRA assessment areas) (Question 6) and anywhere the bank conducts significant business and tries to interact significantly with consumers, such as via lending, marketing, online deposit taking, debt collection, and other activities that represent a significant share of bank business, but also represent significant market share in a given community (the top lenders in areas with no branches which are not part of any bank assessment areas should have an obligation to serve those areas). Notethat the CRA statute itself specifically contemplates deposit-taking ATMs in the definition of branches and therefore there should be no question that deposit-taking ATMs trigger CRA responsibility (Question 7).25 The term "domestic branch" means any branch office or other facility of a regulated financial institution that accepts deposits,located in any State. 12 U.S.C. section 2906(e). CRA rules should ensure that banks are unable to profit from a neighborhood without reinvestment in that neighborhood.
	9. Beware of creating loopholes or alternatives that do not serve the goals of CRA. We support the Board's interest in supporting Minority Depository Institutions (MDIs) and Community Development Financial Institutions (CDFIs), as the vast majority of MDIs and CDFIs are well serving their communities and deserve to be supported. But some MDIs are large institutions that suffer the same shortcomings as other banks, discriminating, displacing, and overcharging communities. So, too, the CDFI certification process was not designed to be a stamp of approval (the CDFI Fund is reviewing its certification guidelines currently), and that CDFI status confers various benefits on such corporations may encourage people to start such entities without the purest motives. We propose instead that MDI and CDFI status confers merely a rebuttable presumption that the corporation is well serving the community and that loans and investments in them should earn CRA credit for banks. Examiners should consult community contacts, rates charged, defaults, collections, complaints filed, litigation, CRA records, evidence of discrimination or consumer protection violations, and findings from relevantagencies like the CDFI Fund. Perhaps impact scoring can play a role here. Banks should not receive CRA credit for investing in MDIs that discriminate or displace, or CDFIs that charge high rates that push consumers into default and subject them to aggressive collection practices, for example.
	Conclusion

	Very truly Yours


